
This message was created by the students of Fleming County High School.  

Sponsored by KHEAA and The Student Loan PeopleSM

PLAN • CHOOSE • APPLY

Your computer knows where to start   
          your college search. So listen up!

What’s it going to take to get you started ... a talking computer? All you need to do is go to 
www.GoHigherKY.org. It’s a one-stop source for all kinds of info, like researching Kentucky
colleges, applying for admission, even checking out financing. So what are you waiting for? 
Visit the site and set up your free account today.
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Postsecondary education is highly important to individual 
Kentuckians and a prosperous Commonwealth. Kentucky 
is fortunate to have a number of student financial 
aid programs administered by the Kentucky Higher 
Education Assistance Authority (KHEAA) and The 
Student Loan People to help pay for college and technical 
training. These public entities are self-supporting, and 
revenue generated from their participation in the Federal 
Family Education Loan Program (FFELP) pays the 
administrative costs of the state’s student aid programs, 
allowing all General Funds to go directly to students in the 
form of awards. 

KHEAA and The Student Loan People also provide an 
array of information services—GoHigherKY.org and other 
websites, publications, regional outreach counselors and a 
mobile resource center that travels the state. 

However, their contributions to the Commonwealth 
don’t stop there. They add millions of dollars annually to 
supplement funding of student financial aid programs and 
provide millions more in borrower benefits. In FY 2005, 
The Student Loan People transferred $7.8 million of its 
net revenue and will transfer $59 million in 2006 to help 
support the State General Fund. 

KHEAA and The Student Loan People’s success has 
translated into millions of dollars for public service 
benefits for all of the Commonwealth as well as enabled 
thousands of Kentuckians to obtain a college education, 
improve their career opportunities and spur on the state’s 
economy. Please take a few minutes to find out more 
about these two unique organizations and their many 
accomplishments throughout the past year. 
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The FY 2005 annual report for KHEAA and The 
Student Loan People demonstrates, in so many ways, 
how prudent management of resources combined with 
visionary leadership and a zeal for excellence can produce 
unprecedented opportunities to give more to those we serve. 
As public, nonprofit entities, KHEAA and The Student Loan 
People are wholly dedicated to improving Kentuckians’ 
access to higher education. Over and above millions of 
dollars from the General Fund for student aid awards, they 
returned $37.9 million in extra benefits to students from 
earnings. This report reveals how these benefits were 
distributed, alongside record amounts of student financial 
aid, expansion of outreach services and rapidly accelerating 
growth in student borrowing.

KHEAA disbursed $164.5 million directly to students from 
state student aid programs, including $75.4 million in need-
based grants and $81.3 million in merit-based Kentucky 
Educational Excellence Scholarships (KEES). During 
the first year of the Mary Jo Young Scholarship funded 
by KHEAA, $183,000 was disbursed to disadvantaged 
high school students to pay the costs of dual credit and 
AP courses and exams. In addition to providing student 
aid, KHEAA guaranteed $451 million in FFELP loans for 
Kentucky students.

To fill the gap between student financial aid and the 
increasing cost of higher education, The Student Loan 
People provided BestStart loans, with zero origination 
fees and interest rate reductions for timely and automatic 
payments, and saved borrowers $10.3 million. To encourage 
teachers and nurses to remain in Kentucky after graduation, 
the Best in Class and Best in Care programs provided 
interest and loan forgiveness totaling $12.7 million. Zero 
insurance fees from KHEAA saved borrowers another 
$7.7 million. In FY 2005, staff worked diligently with the 
few remaining schools that did not participate in our loan 
programs and encouraged them to offer our benefits to their 
student borrowers. 
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Besides providing financial assistance and loan benefits, KHEAA 
and The Student Loan People paid $4.6 million for administration 
of Kentucky’s student aid programs from agency-generated 
revenue, allowing all General Fund appropriations to go directly 
to students in the form of awards. They have developed one of 
the best outreach programs in the nation, including the following 
information and services for families across the Commonwealth: 

✓ GoHigherKY.org, Kentucky’s website for college planning.
✓ Funding for Kentucky’s GEAR UP program to prepare low-

income middle and senior high students for college.
✓ Award-winning, grade-specific publications for middle and 

high school students and adults.
✓ Nine regional outreach counselors addressing groups and 

helping individuals statewide.
✓ A mobile resource center with access to GoHigherKY.org 

traveling across the Commonwealth.
✓ Sponsor of College Goal Sunday workshops to help families 

complete the Free Application for Federal Student Aid 
(FAFSA).

✓ Newsletters for parents and counselors, providing updates 
and advice.

At the same time, The Student Loan People serviced a portfolio 
of $7.1 billion in student loans, making borrowers aware of 
repayment options and alerting them to opportunities and 
potential problems. To ensure funds were available for future 
student borrowing, the state legislature raised the debt limit over 
$3 billion, and approximately $350 million in bonds was issued 
during the year.

As Chairman of the KHEAA/Student Loan People Board for 
FY 2005, I was honored and privileged to have the opportunity 
to work with a board of directors who kept its focus on what 
is best for students and with a great staff who time and again 
demonstrated their dedication and commitment to making 
higher education more affordable and increasing Kentucky’s 
college-going rate.

John G. Prather, Jr.
FY 2005 Board Chair 



6

KHEAA and The Student Loan People are committed to 
building on the successes of 2005, focusing on how we can 
best serve the citizens of the Commonwealth and move 
Kentucky forward. Some of the more important issues 
facing us in FY 2006 are students’ academic preparedness 
for higher education and tomorrow’s workforce, college 
affordability and student aid funding. FY 2006 is the first 
time nearly 100% of Kentucky Lottery proceeds will be 
used for need-based grants (55%) and merit-based KEES 
(45%). Students, however, are increasingly relying on 
student loans and credit card debt to manage the cost of 
higher education. Important questions to be considered 
are whether the lottery alone can adequately fund both 
need-based grants and merit-based KEES programs and 
whether student aid awards should be tied to the cost of 
education.
 
Increases in tuition and other costs of attendance have 
steadily and dramatically eroded the relative value of 
need-based grants and merit-based KEES over time. 
Compounding the situation, the maximum award for the 
Federal Pell Grant (the major federal need-based grant 
program) leveled off in 2002 and lags far behind its 
original value when adjusted for inflation. Reauthorization 
of the Higher Education Act is anticipated this year; 
however, any increase in the Pell Grant is likely to be 
modest at best. Other reauthorization issues expected to 
receive attention include borrower interest rates, loan fees, 
refinance opportunities and annual and aggregate loan 
limits.

KHEAA and The Student Loan People are on the forefront 
of initiatives to address the growing demand for student 
loans and reduce the cost of borrowing for Kentuckians. 
Building upon the success of the borrower benefit 
programs, Best in Class interest and loan forgiveness 
is being expanded in 2006 to include minority and 
foreign language teachers; and a new program, Best in 
Law, has been created for public service attorneys. To 



7

ensure continued funding for origination, purchase and 
consolidation of student loans during FY 2006, The 
Student Loan People will issue $400 million in bonds, 
$100 million of which will be tax-exempt.

To help students, families and counselors in planning 
for and pursuing higher education, KHEAA and The 
Student Loan People will enhance GoHigherKY.org, 
Kentucky’s one-stop higher education website, to make it 
more interactive and increase its functionality. Through 
KHEAA’s partnership with the Council on Postsecondary 
Education (CPE), GEAR UP Kentucky will be expanded 
to further efforts designed to encourage low-income 
middle and high school students to develop the skills 
needed for a postsecondary education. Research shows 
a large portion of today’s high school graduates are 
not prepared academically to pursue higher education 
or a good job. To help strengthen students’ academic 
preparedness and chances for success, KHEAA will 
actively support efforts by the Kentucky Board of 
Education to institute a more rigorous high school 
curriculum.

In another joint effort, CPE and KHEAA utilized 
nationally-known education research firm JBL, 
Associates, Inc., Washington, D.C., to perform an in-
depth analysis of the affordability of undergraduate 
postsecondary education in Kentucky. KHEAA and 
The Student Loan People will study the results to assist 
in evaluating the most effective allocation of limited 
funds and identifying needed changes in programs and 
services. 

As we face the challenges of 2006, one thing is certain—
KHEAA and The Student Loan People are committed to 
giving back, making higher education more affordable, 
and moving Kentucky forward.

Dr. Jim A. Jackson
FY 2006 Board Chair
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$73.2
$93.7

$117.8

$148.8
$164.5

Federal Family Education Loan Program Guarantees**      Loans       Amount

Subsidized Stafford
For undergraduate, graduate and professional students based on financial need.

  132,090    $469,436,600

Unsubsidized Stafford
For undergraduate, graduate and professional students without regard to financial need.

99,630       417,616,700

PLUS
For parents who borrow on behalf of the student.

      9,480       73,652,400 

Consolidation
For borrowers in repayment.

    15,840      236,370,000

Total 257,040  $1,197,075,700
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Federal Family Education Loan Program Disbursements      Loans       Amount

Subsidized Stafford
For undergraduate, graduate and professional students based on financial need.

49,200 $154,219,400

Unsubsidized Stafford
For undergraduate, graduate and professional students without regard to financial need.

35,230 133,728,600

PLUS
For parents who borrow on behalf of the student.

2,240 13,716,500

Consolidation
For borrowers in repayment.

3,990 107,327,400

Total 90,660 $408,991,900
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KHEAA administers a variety of student 
financial aid programs plus 529 plans to help 
families pay higher education expenses. 
KHEAA’s revenue from the Federal Family 
Education Loan Program (FFELP) covers 
the administrative costs of Kentucky’s state 
student aid programs, allowing all General 
Funds received by KHEAA to go directly to 

State Student Aid Expenditures Recipients Amount

Kentucky Educational Excellence Scholarships (KEES)
For encouraging and recognizing students based on their GPAs and ACT scores.

 62,140  $81,261,000

College Access Program (CAP) Grants
For students demonstrating financial need to attend Kentucky postsecondary schools.

    43,650          49,755,000

Kentucky Tuition Grants (KTG)
For students demonstrating financial need to attend one of Kentucky’s independent institutions.

    11,270   25,630,200

Teacher Scholarship Loan Service Cancellation/Write-off*
For highly qualified students demonstrating financial need and seeking initial teacher certification.

 430 830,000

Osteopathic Medicine Scholarship Loan Service Cancellation/Write-off*
For students attending Pikeville College School of Osteopathic Medicine.

110 2,172,600

Kentucky National Guard Tuition Awards 
For active Guard Members in good standing.

 1,060            2,601,200

KHEAA Work-Study
For students attending participating schools to earn wages to help pay higher education costs.

     1,040               843,300

Early Childhood Development Scholarships
For students working at least 20 hours weekly in an early childhood setting.

     960               900,500

Robert C. Byrd Honors Scholarships
For high school seniors or holders of an equivalent certificate demonstrating academic achievement.

350 516,100

Total 121,010  $164,509,900

Other Program Benefits Recipients/
Loans 

  Amount

Teacher Scholarship/Loans*            520          $1,962,100

Osteopathic Medicine Scholarship/Loans*              90 888,100

Mary Jo Young Scholarships
For disadvantaged high school students to help pay for AP or dual credit courses.

          470 183,000

Kentucky Education Savings Plan Trust (KESPT) Payments
For families who saved for future higher education expenses of their beneficiaries.

810 2,004,900

Kentucky’s Affordable Prepaid Tuition (KAPT) Payments
For families who prepaid tuition at lower prices for their beneficiaries.

               120          623,000

Total 2,010     $5,661,100

 *  These programs are scholarships if service requirements are fulfilled; otherwise, they are repayable loans with interest.

students in the form of awards. The Student 
Loan People makes an annual contribution from 
its FFELP revenue to supplement state student 
aid awards. FY 2005 contributions totaled $7.2 
million for College Access Program Grants, 
Kentucky Tuition Grants, KHEAA Work-Study 
and Kentucky National Guard Tuition Awards.
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KHEAA and The Student Loan People partner 
to provide the lowest cost student loans for 
higher education and, in the process, address 
Kentucky’s critical employment shortage areas.
The Student Loan People provides exceptionally 
low-cost Federal Family Education Loan 
Programs—Federal Stafford, Federal PLUS 
(for parents) and Federal Consolidation. As 
Kentucky’s only public, nonprofit student loan 
provider, The Student Loan People offers 

Loans Savings
 

Cumulative

BestStart for all FFELP Stafford Borrowers

102,310 $10,298,200 $24,621,600

Best in Class Forgiveness for Teachers

Interest Forgiveness

✔  Teachers, Counselors, Librarians 3,950       $1,014,900 $2,606,000

Interest and 20% Principal Forgiveness

✔  Special Education Teachers 5,020 7,430,900 15,636,700

✔  Science Teachers 740 1,095,100 2,882,800

✔  Math Teachers 980 1,207,000 2,842,200

✔  English as a Second Language Teachers 50 113,700 258,700

Subtotal $10,861,600 $24,226,400

Best in Care Forgiveness for Nurses

Interest Forgiveness for Registered Nurses 2,010 $567,700 $1,689,200

Interest and 20% Principal Forgiveness 1,130 1,278,400 1,600,700

Subtotal $1,846,100 $3,289,900

KHEAA Waiver of 1% Guarantee Fee since 1996

231,720 $7,686,900 $40,919,400

Total Benefits to Students $30,692,800 $93,057,300

BestStart Stafford Loans with zero origination 
fees, zero insurance fees plus interest rate 
reductions for timely and automatic payments. 
Best in Class, Best in Care and Best in Law 
provide interest and/or principal forgiveness 
at repayment for teachers, nurses and public 
service attorneys. KHEAA guarantees all loans 
made by The Student Loan People, as well 
as student loans made by other lenders, and 
waives the 1% guarantee fee.
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This message was created by the students of Fleming County High School.  

Sponsored by KHEAA and The Student Loan PeopleSM

PLAN • CHOOSE • APPLY

Your computer knows where to start   
          your college search. So listen up!

What’s it going to take to get you started ... a talking computer? All you need to do is go to 
www.GoHigherKY.org. It’s a one-stop source for all kinds of info, like researching Kentucky
colleges, applying for admission, even checking out financing. So what are you waiting for? 
Visit the site and set up your free account today.
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KHEAA and The Student Loan 
People administer a variety of 
free outreach initiatives to apprise 
Kentuckians about higher education 
and student financial aid.

www.GoHigherKY.org—A higher education website 
developed in collaboration with Kentucky education 
agencies and organizations for use by students of all 
ages. Students can plan their high school classes, explore 
careers, choose a college, apply online, take online campus 
tours, learn about financial aid, search for scholarships and 
transfer information to the FAFSA. 183,200 sessions

Regional Outreach—Outreach counselors, who 
are assigned to and live in regions across the state; 
participate in college and career fairs, financial aid 
workshops, classroom presentations and media 
interviews; and make personal, on-site visits to those who 
can assist in providing higher education and financial 
aid information. 81,080 student/parent contacts 
through 900 exhibits/presentations

College Info Road Show—A traveling classroom 
with onboard outreach staff and laptops to access 
GoHigherKY.org and other websites, explore careers, 
identify higher education institutions that meet specific 
educational goals, locate sources of financial aid for 
which the student is eligible and assist in the aid 
application process. 15,540 miles traveled

Af fording Higher Education—A financial aid reference 
book listing more than 3,500 scholarships, grants, loans 
and other programs specifically for Kentucky students. 
3,600 distributed

Adults Returning to School—Guidance and college 
planning information of specific interest to adult students. 
9,950 distributed

Borrower Advocates—Staff who counsel borrowers on 
repayment options as well as deferments, forbearances 
and other ways of keeping student loan accounts in good 
standing. 94,250 defaults averted 

Customer Care—Frontline contacts for information 
about student aid and loans and answers to questions 
about disbursements, borrower benefits, KEES, grants, 
consolidation loans and more. 61,000 calls answered
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Education professionals on the Outreach Advisory Committee 
are committed to serving students of all ages and have shared 
their expertise with KHEAA and The Student Loan People 
staff to improve our outreach initiatives and positively impact 
Kentucky’s college-going rate. 
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The Student Aid Advisory Committee is composed 
of financial aid professionals representing the 
Commonwealth’s higher education institutions. The 
committee regularly meets with KHEAA and The Student 
Loan People staff to discuss ideas and suggestions to 
improve our student financial aid programs and services. 
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Selected financial information
as of June 30, 2005, and for the fiscal year then ended 

Statement of Net Assets

Current assets $ 4,107,734 $15,684,131 $18,029,557 $65,527,551 $11,680,072 $206,424,149

Loans, net 1,207,632,746

Other noncurrent assets 9,311,612  2,302,290 117,353,174 31,126,012 29,680,527

Total assets 13,419,346 17,986,421 135,382,731 65,527,551 42,806,084 1,443,737,422

Current liabilities 1,169,222 7,250,484  28,804 157,436 8,426,074 8,591,740

Noncurrent liabilities 141,948,827 7,370,000 1,327,141,417

Total liabilities  1,169,222 7,250,484 141,977,631  157,436 15,796,074 1,335,733,157

Total Net Assets $12,250,124 $10,735,937 $(6,594,900) $65,370,115 $27,010,010 $108,004,265

Statement of Activities

Program revenue/additions $155,784,843 $50,556,744 $37,532,373 $17,097,576 $18,227,275 $125,036,452

Direct expenses/deductions 169,103,314 55,036,638 46,126,650 4,123,836 12,986,721 102,426,565

Total (13,318,471) (4,479,894)   (8,594,277) 12,973,740  5,240,554 22,609,887

Interfund transfers 4,557,624 (4,557,624)

Transfer Agency Operating Fund 145,336 (145,336)

Transfer to KAPT (188,649)

Transfer from Internal Service Fund 188,649

Transfer from Unclaimed Property Fund 13,700,051

Transfer from KHESLC 7,171,055 (7,151,055)

Transfer to the State Treasury (7,800,000)

Change in net assets (1,589,792) (4,334,558) 5,294,423 12,973,740 328,945 7,658,832

Net assets at beginning of year 13,839,916 15,070,495 (11,889,323) 52,396,375 26,681,065 100,345,433

Net assets at end of year $12,250,124 $10,735,937 $(6,594,900) $65,370,115 $27,010,010 $108,004,265
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